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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  CETA  subgrant 
number  76-56072  awarded  to  the  Human  Resources  Division  of  the  Depart- 
ment of  Community  Affairs. 

This  audit  was  conducted  by  Ernst  and  Ernst,  CPA's,  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  these  reports  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

We  could  not  obtain  the  agency's  response  to  the  report  recom- 
mendations prior  to  printing  this  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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2700Seattle-First  National  Bank  BIdg  •  1001  Fourth  Ave  •  Seattle.  WA  981  54  •  Phone  206/622-0610 


August    19,    1977 


To  the  Legislative  Audit  Comraittee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56072  awarded  to  the  Human  Resources  Division  -  Department  of  Community 
Affairs  for  the  period  January  1,  1976  to  December  31,  1976.   The  subgrantee 
did  not  prepare  a  subgrant  close-out  report  because  it  continued  its  migrant 
and  seasonal  farmworker  program  under  this  subgrant  into  1977  and  drew  additional 
funds  from  the  subgrantor  for  that  purpose.   The  subgrant  agreement  was  for 
$540,535.00  of  which  $507,486.00  was  advanced  to  the  subgrantee  as  of  December  31, 
1976.   Costs  of  the  subgrantee  totalled  $497,720.92. 

Except  as  explained  in  the  following  paragraph,  our  examination  was  made  in 
accordance  with  the  "Standards  for  Audit  of  Governmental  Organizations,  Programs, 
Activities  and  Functions"  issued  by  the  Comptroller  General  of  the  United  States, 
applicable  to  examinations  of  financial  operations  and  reviews  of  compliance 
with  applicable  laws  and  regulations  and  the  CETA  financial  audit  guide  issued 
by  the  U.S.  Department  of  Labor,  and  it  included  tests  of  the  accounting  and 
program  records  and  such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances.   Audit  samples  were  drawn  from  costs  of  $274,369.41  which 
relate  to  those  locations  selected  for  audit. 

Based  upon  our  review  of  the  areas  of  compliance  and  internal  control  as  discussed 
in  Schedule  E  included  hereinafter,  we  do  not  believe  that  the  subgrantee  has 
followed  adequate  procedures  in  the  fiscal  management  of  subgrant  funds  it  has 
received  nor  in  the  proper  monitoring  of  sponsoring  agencies  with  which  it  con- 
tracted for  services.   Accordingly,  we  do  not  believe  that  the  subgrantee' s 
internal  accounting  and  administrative  control  procedures  conform  to  procedures 
prescribed  by  Federal  Regulations  and  the  Department  of  Labor  CETA  guidelines 
with  respect  to  accountability  of  assets  and  costs  and  compliance  with  regulations. 
Additionally,  we  were  able  to  only  partially  satisfy  ourselves  with  respect 
to  expenditures  incurred  at  the  Billings  agency  with  which  the  subgrantee  contracted 


E^'E 


3- 


Ernst&  Ernst 


for  services,  as  discussed  in  Schedule  D-1 ,  and,  further  we  determined  that 
certain  irregularities  occurred  at  another  agency,  located  at  Missoula,  also 
discussed  in  Schedule  D-1.   Also,  the  subgrantee  charged  $29,507.82  to  the  sub- 
grant  for  costs  incurred  at  its  Helena  headquarters  administration  office  for 
which  there  was  no  plan  of  allocation  for  such  costs,  likewise  discussed  in 
Schedule  D-1.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis 
of  accounting. 

Because  of  the  matters  explained  and  described  in  the  preceding  paragraph  and 
because  we  believe  that  such  matters  are  substantially  significant  in  relation 
to  the  subgrant  as  a  whole,  we  are  unable  to  express  an  opinion  on  the  fairness 
of  the  financial  information  contained  in  Schedules  A,  B,  and  C. 

The  determination  as  to  whether  costs  incurred  by  the  subgrantee  under  the  sub- 
grant  will  be  allowable  or  unallowable  will  be  made  by  the  Department  of  Labor. 

This  report  is  intended  for  use  in  connection  with  the  administration  of  the 
CETA  subgrant  to  which  it  refers  and  should  not  be  used  for  any  other  purpose. 
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